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SUBJECT: LONDON POLICY GROUP DECIDES ON MAINTAINING 
PRO FORMA EXISTENCE 

REF: RAICHT-KAUFMAN TELCON 

1. LATE JULY MEETING OF LONDON POLICY GROUP WAS DREARY 
AFFAIR WHICH TOUCHED ON LITTLE OF SUBSTANCE. REPRESENTA- 
TIVES OF PARTICIPATING OIL COMPANIES DECIDED NOT TO TER 
MIN ATE GROUP'S EXISTENCE BUT GENERAL CONSENSUS WAS IT 
PROBABLY SHOULD REMAIN INACTIVE ON MIDDLE EAST OIL NEGOTI- 
ATION ISSUES, AT LEAST FOR FORESEEABLE FUTURE. PROBLEM 

OF INADEQUATE INTER-CONSORTIA COMMUNICATION OF INFORMA- 
TION CONCERNING THEIR SEPARATE PRICE NEGOTIATIONS WAS 
RAISED BUT NOT RESOLVED AND REFERRED MILBANK, TWEED FOR 
LEGAL ADVICE. 

2. GROUP MEETING, ATTENDED BY NUMBER OF CHIEF EXECUTIVES 
OF MAJORS AND INDEPENDENTS, WAS STRONGLY INFLUENCED BY 
CURRENT PRODUCER AND CONSUMER STATE ATTITUDES. OPEC PRO- 
DUCERS DECISION OCTOBER 1973 TO UNILATERALLY DETERMINE 
CRUDE PRICES, WHICH HAS STOOD TEST OF TIME THUS FAR, HAS 
GRADUALLY UNDERMINED GROUP'S ORIGINAL RAISON D’ETRE TO 
CONCERT ON AN INDUSTRY-WIDE BASIS TO MEET OPEC DEMANDS 
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CONCERN OVER ADVERSE, MISCONCEIVED REACTION TO ATTEMPTS 
AT COOPERATIVE INDUSTRY EFFORTS BY CONSUMER COUNTRY, 
ESPECIALLY US, PUBLIC, MEDIA AND GOVERNMENTAL OPINION HAS 
INDUCED ALMOST TOTAL PARALYSIS IN GROUP ACTIVITIES. MOOD 
OF CONGRESS AND FEAR OF ULTIMATE ANTI-TRUST ACTION ARE 
STRONG DETERRENTS TO MORE ACTIVE ROLE BY US COMPANIES. 

3. ONE INDUSTRY SOURCE VOLUNTEERED THAT GROUP, IF EN- 
COURAGED, COULD CONTINUE TO SERVE A USEFUL FUNCITON. HE 
CITED "BUY-BACK" PRICE NEGOTIATIONS AS CASE IN POINT, 

NOTING THAT OIL INDUSTRY WOULD HAVE BEEN IN A BETTER 
POSITION TO INFLUENCE GULF OIL NEGOTIATING POSTURE IN 
KUWAIT IF LONDON POLICY GROUP HAD BEEN IN MORE THAN PRO 
FORMA OPERATION. 

4. ANOTHER INDUSTRY SOURCE EMPHASIZED NEED FOR IMPROVED 
INTER-CONSORTIA COMMUNICATIONS FLOW IN PERIOD WHEN SERIES 
OF SEPARATE PRICE NEGOTIATIONS ARE TAKING PLACE WITH OPEC 
STATES. HE POINTED OUT OPEC PRODUCERS ARE INCREASINGLY 
EXCHANGING INFORMATION ON COURSE OF THEIR INDIVIDUAL 
NEGOTIATIONS WHILE INDUSTRY CONSORTIA ARE PROHIBITED FROM 
ENGAGING IN SUCH PRACTICE. HE SUGGESTED LONDON POLICY 
GROUP BE AUTHORIZED TO DEAL WITH THIS NEW SITUATION OR, 
ALTERNATIVELY IF THAT NOT POSSIBLE, THAT "MINI-LPOS" BE 
ESTABLISHED FOR THIS PURPOSE. 

5. INDUSTRY REPS ALSO DISMISSED WITHOUT DEBATE A SUGGES- 
TION MADE BY AN IRATE US INDEPENDENT THAT COMMON FRONT 
BE FORMED BY GROUP ON ISSUE OF HMG'S ANNOUNCED INTENTION 
TO SEEK MAJORITY NEGOTIATED INTEREST IN EXISTING NORTH 
SEA LICENSES. 

6. COMMENT: NEXT CRUCIAL PRICE ISSUE MAY BE EVOLUTION 
OF SINGLE MARKET PRICE. EMBASSY WOULD APPRECIATE GUID- 
ANCE AS TO WHETHER THIS MIGHT BE CONSIDERED OPEC-WIDE 
PROBLEM ON WHICH LONDON POLICY GROUP WOULD BE AUTHORIZED 
TO DEVELOP CONCERTED INDUSTRY POSITION. 
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